LATIN AMERICA ADVISOR

A WEEKLY PUBLICATION OF THE DIALOGUE

ENERGY ADVISOR

www.thedialogue.org November 17, 2023
BOARD OF ADVISORS FEATURED Q&A TOP NEWS

Nigel Blackaby

Global Head, ° 11 1 b ® 0IL & GAS

International Arbitration Group, \ ;s / C

Freshflellds Brucklhauls Derin;er 1 O O m la YPF SWiIlgS o

Jimena Blanco ® $137 Mn Loss in

Chief Analyst,

See Success 1n Third Quarter

Maria José Cortés
Head of ESG,
Atlas Renewable Energy

Jeffrey Davidow
Senior Counselor,
The Cohen Group

Analia Gonzalez
Leader, Arbitration & Litigation,
Latin America, BakerHostetler

Jonathan C. Hamilton
Partner,
White & Case

Raul Herrera

Partner,

Corporate & Securities Practice,
Arnold & Porter

James R. Jones
Chairman,
Monarch Global Strategies

Jorge Kamine

Partner,

Corporate & Financial Services,
Willkie Farr & Gallagher

Craig A. Kelly
Senior Director,

Int'l Gov't Relations,
Exxon Mobil

Jeremy Martin
Vice President, Energy & Sustainability,
Institute of the Americas

Larry Pascal

Chairman,

Americas Practice Group,
Haynes & Boone

R. Kirk Sherr
President,
Clearview Strategy Group

Daniela Stevens

Director, Energy Transition
and Climate Program,
Inter-American Dialogue

Mark Thurber
Partner,
Hunton Andrews Kurth

Alexandra Valderrama

Director,

International Government Affairs,
Chevron

Vanessa Wottrich
Principal Analyst for Latin America,
Equinor

@THEDIALOGUE

its Wind Tender?

Colombia’s government hopes to launch a tender next month for offshore wind projects. //
File Photo: Colombian Government.

Colombia’s government is hoping to launch its first tender
for licensing offshore wind blocks in December, Mines and
Energy Minister Andrés Camacho said Oct. 24. The tender
has been delayed this year as the ministry has been finaliz-
ing documents for the bidding process. How likely is the tender to occur
in December, and what would constitute a successful bidding round?
How attractive is Colombia to wind power companies? How important
is the tender for President Gustavo Petro’s efforts to strengthen the
country's renewable energy sector?

Stefan Gsanger, secretary general of the World Wind Energy
Association: “The world is moving toward more renewable
energy. According to the World Wind Energy Association’s
recently released half-year report, the world installed 38
percent more new wind power in the first half of 2023 as compared
t0 2022, and further acceleration is expected. Ahead of COP28, many
countries are supporting the call for triple-installed renewable energy
capacity by 2030. The reasons for this are not only the fight against the
climate crisis and air pollution, but also economics, the accessibility of
wind as a domestic resource and the strengthening of industrial capacity
in one of the key technologies of the future. All these arguments apply
to Colombia, which has so far played only a marginal role in the global
wind power sector. Global wind power champion China, but also countries
in the region such as Brazil, are leading the way. By making wind power
a pillar of the energy supply, they are making the whole country more

Continued on page 3

Argentine state oil company YPF
swung to a net loss in the third
quarter amid lower prices for fuel
and higher operating costs. Earn-
ings were well short of analysts’
estimates.
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RENEWABLES

Peruvian Gov’t
Calls for Measures
to Aid Renewables

Peruvian President Dina Boluarte's
government is calling for 25
new measures to strengthen
the country’s energy and mining
sectors. The initiative, known as
Plan Unidos, is an effort to attract
$1.5 billion in investment into the
sectors.

Page 3

OIL & GAS

Brazil’s Petrobras
Raises Target for
il Production

Brazilian state oil company Petro-
bras, led by CEO Jean Paul Prates,
raised its target for year-end
average oil production this year to
2.2 million barrels per day.

Page 2

Prates // File Photo: Brazilian
Government.
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OIL & GAS NEWS

Brazil’s Petrobras
Raises Target for
Oil Production

Brazil's state-run oil company Petrobras
announced in a company filing Nov. 9 that it
had raised its target for year-end average oil
production in 2023 to 2.2 million barrels per
day (b/d), S&P Global reported. The filing with
local stock regulators marks a 100,000 b/d
increase in average oil output for the year, up
from 2.1 million b/d previously. Petrobras also
estimated that total oil and natural gas output
would reach an average of 2.8 million b/d of
oil equivalent in 2023, a significant increase
from the previous forecast of 2.6 million. The
improved estimates follow Petrobras’ recent
installment of new floating production units,
which have performed better than the company
expected. In a call with analysts and investors,
Ana Paula Zettel, Petrobras’ executive manager
for upstream partnerships and procedures,
detailed how the company will have installed
five new floating production, storage and
offloading vessels before the end of the year,
S&P Global reported. The expected connection
of new production wells and platform ramp-up
activities in the fourth quarter are the founda-
tion of Petrobras’ improved outlook, Reuters
reported. The newly optimistic estimates were
released the same day Petrobras posted a 41.5
percent decrease in profit for the third quarter.
The state-owned oil company also lowered its
estimate for capital expenditures from $16
billion down to $13 billion.

Argentina’s YPF
Swings to a $137 Mn
Loss in Third Quarter

Argentine state oil company YPF swung to a
net loss of $137 million in the third quarter, as
compared to a net profit of $693 million in the
same quarter last year, amid lower local prices
for fuel and higher operating costs, Reuters

reported Nov. 8. The company’s earnings report
was well short of analysts’ estimates. Analysts
in a forecast by LSEG expected a net profit of
approximately $175 million. In the third quarter,
YPF's revenue declined approximately 16
percent to $4.5 billion because of a fall in local
fuel prices in dollars, the company said. In au-
gust, Argentina’s government froze fuel prices
in an effort to curb triple-digit inflation. YPF
added that its operating costs grew 11 percent
in the quarter, year-on-year, and that earnings
before interest, taxes, depreciation and amor-
tization fell 37 percent to $992 million in the
quarter. YPF reported the loss despite growing
oil production from Argentina’s Vaca Muerta
shale formation in the western part of the
country. For the July-to-September period, YPF
said its total gas production rose 3 percent,
and output of crude grew 5.4 percent. YPF add-
ed on Wednesday that its north Vaca Muerta
pipeline will be operational this month, with

it gradually being put into service early next
year, Reuters reported. In September, Argentine
Economy Minister and presidential candidate
Sergio Massa announced that the government
is allowing oil companies to access a preferen-
tial exchange rate for two months. “The more
favorable exchange rate comes along with
another proposed measure to allocate export
quotas among oil companies,” Jose L. Valera,
partner at Mayer Brown LLP in Houston, told
the Energy Advisor in a Q&A published Oct.

6. “This is so that state-controlled YPF does
not bear a disproportionate share of domestic
sales and also benefits from higher export
prices,” he added.

Petroecuador Plans
to Shut Down Oil
Project in Yasuni Park

Petroecuador, Ecuador’s state-run oil company,
on Monday announced the closure of a large
drilling project following a referendum last
August in which Ecuadorean voters rejected

oil drilling in a protected area of the Amazon,
Reuters reported. Petroecuador CEQ Reinaldo
Armijos told reporters that oil exploration in
Block 43—located within the Yasuni ecological

NEWS BRIEFS

Brazil Sells $2 Billion
Sustainable Bond

Brazil sold its first ever sustainable bond on
Monday, raising $2 billion, Bloomberg News
reported. The proceeds from the sale will fund
social and environmental projects in Brazil,
including lowering the nation’s greenhouse gas
emissions and improving welfare programs,
key parts of President Luiz Inécio Lula da
Silva's agenda. The seven-year bond is set to
yield 6.5 percent by 2031, and investors placed
orders for nearly $6 billion, a person familiar
with the matter told Bloomberg News.

U.S. Judge Advances Part
of Debt Plan for Puerto
Rico Power Authority

A U.S. federal judge on Tuesday advanced part
of a plan to tackle the debt of Puerto Rico's
bankrupt Electric Power Authority, the Asso-
ciated Press reported. The plan will cut the
company'’s $10 billion in debt by 80 percent, but
it will also result in higher power bills in Puerto
Rico. Bondholders, who largely oppose the
plan, will vote on it at a confirmation hearing in
March 2024. Protesters demonstrated against
the plan’s increase in electric bills outside the
courthouse in San Juan on Tuesday.

France’s Eramet to
Increase Capacity for
Argentina Lithium Mining

French mining group Eramet will increase
capacity for mining lithium in Argentina as
part of a plan to boost investment and capital
expenditures over the next two years, Reuters
reported Monday, citing the company’s CEQ,
Christel Bories. Bories expressed optimism
in lithium prospects despite uncertain global
economic conditions. “Lithium is not tied to
world economic growth, it’s tied to the devel-
opment of batteries and the energy transition,"
she said.
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reserve, a national park inside the Amazon—
has been producing roughly 57,000 barrels per
day, but will now be gradually shut down, the
wire service reported. Armijos estimated the
cost of shutting down the drilling project in
Block 43 at $600 million and added that over
the course of the next year, the closure would
result in $680 million in lost revenue. The ref-
erendum that mandated Petroecuador pull out
of the Yasuni National Park was held alongside
the first round of snap presidential elections on
Aug. 21. Environmental and Indigenous activ-
ists championed the project as a step toward
protecting biodiversity and Indigenous tribes,
such as the Tagaeri and Taromenani, who live
in isolation within the park, the Associated
Press reported. Nemo Guiquita, a leader of

the Waorani Indigenous tribe, told the AP that
Ecuadoreans had united “in support of the rain-
forest” and “to provide a life of opportunity for
our Indigenous brothers and sisters.” [Editor's
note: See related Q&A in the Aug. 18 issue of
the Energy Advisor.]

Deforestation in
Amazon at Five-
Year Low in Brazil

Brazil's National Institute of Space Research
announced Nov. 9 that deforestation of the
Amazon rain forest has declined to its lowest
levels in five years, The New York Times report-
ed. Over the one-year period between July 2023
and August 2022, the institute reported that
3,500 square miles of Amazon forest had been
clear-cut, which amounted to a 22.3 percent de-
cline from the previous year. “We are changing
the image of the country when we change this
reality,” Brazilian Environment Minister Marina
Silva said at a press conference Thursday, the
newspaper reported. Slowing deforestation
over the last year is estimated to have reduced
greenhouse gas emissions in Brazil by 7.5
percent. Brazil's figures run counter to global
trends; the World Resources Institute reported
that deforestation worldwide is accelerating

FEATURED Q&A / Continued from page 1

resilient. Colombia is blessed with renew-
able resources, particularly wind power, and
it should be harnessing them on a much
larger scale. To support the development

of a domestic wind sector, it is crucial that
new projects come online regularly and are
not hampered by bureaucratic barriers and
implementation delays, whether offshore

or onshore. Colombia should now ensure
that the planned offshore wind projects are
deployed soon. The government should also
consider the socioeconomic impact of its
energy policies. Wind energy is particularly
suited to participatory business models, in-
cluding community energy models, thus con-
tributing not only to national but also to local
economic development. However, auctions
and tenders are often not the right choice to
realize these positive impacts, as experience
from Germany and India have shown. As a
consequence, Colombia should now ensure
that the announced rules for offshore wind
are in place as soon as possible so that first

and that 2022 saw a 10 percent increase in

the loss of primary forest. Brazil joined a pact
in 2021 alongside 130 other countries to end
deforestation entirely by 2030. President Luiz
Indcio Lula da Silva unveiled a new plan last
June to combat deforestation by strengthening
law enforcement, increasing fines and using
satellite imagery to track illegal logging and
cattle ranching, Reuters reported.

RENEWABLES NEWS

Peruvian Gov’t
Calls for Measures to
Boost Energy, Mining

Peruvian President Dina Boluarte’s govern-
ment is calling for 25 new measures to boost
the country's energy and mining sectors in

a new initiative called Plan Unidos, Mining.
com reported Sunday. The measures are an

projects can be installed. As a next step it
should introduce a large-scale national wind
program that expands and broadens the
wind sector and maximizes the benefits for
all Colombians.”

Schreiner Parker, managing
director for Latin America at
Rystad Energy: “The offshore
wind bid round in Colombia
looks like it will be delayed until the third
quarter of next year and will not happen
in December as planned. This delay isn't
necessarily a surprise considering the
rather unceremonious exit in June of Irene
Vélez as minister of mines and energy. That
change at the top certainly introduced some
uncertainty in the process and, as of now,
there are still some important details to be
defined. One of the most critical is state
participation in the offshore wind sector. The
most recent draft of the bidding round rules
establishes that bidders will need to have

Continued on page 6

effort to attract $1.5 billion in investment into
the sectors, including the development of
renewable energy projects, particularly solar
and wind projects, and also for the production
of fertilizers and explosives, said Minister of
Economy and Finance Alex Contreras. The plan
includes contracting of electricity and other
energy sources as independent services, Pe-
ruvian state-run news agency Andina reported
Saturday. Additionally, the government plans
to present legislation to extend an accelerated
depreciation regime for income tax purposes
related to electricity generation until the end of
2035. Plan Unidos also includes 13 new stan-
dards designed to manage and regulate mining
exploration. The changes aim to strengthen
environmental requirements and also process-
es for prior consultation, Mining.com reported.
The plan also seeks to improve regulations for
health and occupational safety in the mining
sector, as well as rules related to the granting
of mining concessions. “Mining is the resilient
sector at this time because it is allowing
growth to be sustained or the negative impact
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of shocks to be moderated and, therefore, in
coordination with the competent ministries,
13 management and regulatory measures will
be proposed with two objectives: promoting
exploration mining and, on the other hand,
boosting mining production,” said Contreras,
Andina reported.

POLITICAL NEWS

Kenya’s Parliament
Approves Sending
Police to Haiti

Kenya’s parliament on Thursday approved
sending 1,000 police officers to Haiti to help
the Caribbean nation fight gangs, the Associat-
ed Press reported. During heated debate on the
measure, Kenyan lawmakers in support of the
deployment said that the African nation had the
moral obligation to help Haiti, while opponents
said the move violated Kenya's constitution.
Kenya's high court last month issued an order
blocking the deployment, but it is set to rule
again today on a case brought by presidential
candidate Ekuru Aukot, who said the U.N.-
based deployment would be “a mistake and

a suicide mission,” the AP reported. Burundi,
Chad, Senegal, Jamaica and Belize have said
they would send troops to bolster the mission.
Haiti’s national police requires at least 2,500
officers to restore law and order in the country,
according to a Kenyan parliamentary report,
Bloomberg News reported. The proposed
budget for the Haiti mission is approximately
$600 million, and the United States and United
Nations plan to contribute to paying for the
mission. The Kenyan police officers would

be deployed to Haiti in phases for one year,
with the first contingent arriving in early 2024,
Bloomberg News reported. Gangs in Haiti
have continued growing in power since the
July 2021 assassination of Haitian President
Jovenel Moise, and the number of killings

and kidnappings in the Caribbean nation has
continued to escalate. The planned deploy-
ment also raises human rights concerns, Erika
Guevara-Rosas, Americas director of Amnesty
International, told the daily Latin America

ADVISOR Q&A

What Factors Are Driving
the Growth of Jobs in Brazil?

Brazil's economy created nearly

212,000 formal jobs in Sep-

tember, exceeding economists’

expectations, according to data
that the country’s Labor Ministry released
Oct. 30. What is driving job growth in Bra-
zil? Which sectors of the economy are doing
the best, and which are lagging behind?
How are the government’s policies affecting
the country’s job growth?

Paulo Vieira da Cunha, principal
partner at Verbank Consulting:
“Growth surpassed expecta-
tions in the first half of the
year, spurred by a remarkable increase in
agricultural production, commodity exports
and the ongoing post-Covid recovery,
particularly in the services sector. Fiscal
policy is expansionary, with an extension
of Covid income support measures and
other income transfers. This momentum
sustains the labor market. In September, the
unemployment rate dropped to 7.6 percent,
down from 8.5 percent in September of
last year. (There was, however, a fall in the
participation rate and, concerningly, a drop
in the employment-to-population ratio, which
at 56.7 percent is low by international stan-
dards.) Total real labor income increased by
6.2 percent year-over-year, and 9.2 percent

Advisor in a Q&A published Aug. 17. “Amnesty
International’s recent reports have document-
ed police use of unnecessary and excessive
force against protesters in Kenya, leading to
numerous deaths and injuries, including of
children,” said Guevara-Rosas. “Moreover, past
multinational operations in Haiti have been
marred by severe problems, such as a cholera
epidemic and sexual exploitation and abuse,
with little accountability for the victims," she
added. Violence in Haiti’s capital, Port-au-

on average over the previous 12 months.
The gain in income boosted consumption
and employment and explains the growth in
demand. The issue is that this momentum

is ending and, indeed, reversing. Growth in
the second half of 2023 will be lower than

in the first half, and even lower in 2024.

The commodity and international cycles

are reverting; the impetus of the post-Covid
recovery is ending, and there has been no
significant expansion in productive capacity.
These forces are stronger than the impact of
a looser monetary policy with lower inflation.
The Lula administration wants to maintain,
even expand, public spending. It will not
reverse the trend in demand and may prove
counterproductive, either because it leads to
higher taxes (historically, the absolute value
of the tax multiplier is greater than that of
the expenditure multiplier) or because, as
the president seems to prefer, it would lead
to higher deficits, increasing uncertainty and
curtailing the supply response. The good
news for the labor market is unfortunately
short-lived.”

EDITOR’S NOTE: More commentary on this
topic appears in the Q&A of Wednesday's
issue of the Latin America Advisor.

Prince, escalated this week following the killing
of powerful gang leader Iskar Andrice of the G9
gang alliance on Sunday, Reuters reported. On
Wednesday, a Port-au-Prince hospital, Centre
Hospitalier Fontaine, was forced to evacuate
all of its patients after shots were fired at it,
Reuters reported. “There were bullets shot at

a glass door of the hospital near the mater-
nity ward,” Jean-Baptiste Loubents, a doctor

at the facility, told Reuters. “We decided that

in such a situation we needed to evacuate
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NEWS BRIEFS

Biden, Xi Meet During
APEC Summit, Discuss
Fentanyl Production

U.S. President Joe Biden and Chinese
President Xi Jinping met for several hours on
Wednesday before attending the Asia-Pacific
Economic Cooperation Summit in San Francis-
co, with issues including fentanyl production
on the agenda, Spectrum News NY 1 report-
ed. Regarding fentanyl, Biden said, “We are
taking action to significantly reduce the flow
of precursor chemicals and pill presses from
China to the Western Hemisphere.” The two
leaders also discussed several other issues
that included re-establishing military dialogue
between the two countries.

Argentina’s Annual Rate
of Inflation Accelerates
to Nearly 143 Percent

Argentina’s annual rate of inflation soared to
142.7 percent in October, Bloomberg News
reported, citing government data. Last month,
prices rose 8.3 percent as compared to Sep-
tember, though the rise was less than the 9.45
percent increase expected by economists in a
Bloomberg survey. In October, prices rose at
their fastest pace since Argentina was exiting
a period of hyperinflation more than 30 years
ago. Increases in the prices of communica-
tions, home goods and clothing drove price
increases last month.

Paraguayan Gov’t to
Re-establish Bilateral
Relations With Venezuela

The Paraguayan foreign ministry announced on
Wednesday that the country would be re-estab-
lishing its bilateral relationship with Venezuela
almost five years after it was severed in 2019,
Reuters reported. The decision follows talks
between Paraguayan President Santiago Pena,
who took office last August, and Venezuelan
President Nicolas Maduro.

the patients,” Loubents added. Twenty-seven
patients were evacuated from the hospital, and
19 children were evacuated from its on-site
daycare center, said a hospital director.

Guatemalan Justices
Reject Arévalo’s
Attempt to Halt Probe

Guatemala’s Supreme Court on Wednesday
rejected President-elect Bernardo Arévalo’s
motion to halt an investigation against him by
the country’s attorney general’s office, Agence
France-Presse reported. Since his election in
August, Arévalo and his party have faced a
barrage of legal challenges. Earlier this month,
the electoral body in charge of regulating the
country’s political groups announced that it
was suspending the president-elect’s Semilla
party over allegations of wrongdoing in its
registration years ago, the Associated Press
reported. Arévalo and the party have denied
the allegations. In September, Arévalo asked
Guatemala’s Supreme Court to annul decisions
against him and instead launch a prosecution
of Attorney General Consuelo Porras, who has
led the investigations against Arévalo and his
party, AFP reported. Arévalo has also sought
protection from judge Freddy Orellana and
prosecutor Rafael Curruchiche. Porras, Orel-
lana and Curruchiche are all on a U.S. list of
“corrupt actors” and are barred from entering
the United States.

[llegal Crossings of
U.S. Border From
Mexico Fall 14%

U.S. officials announced Tuesday that illegal
border crossings from Mexico had fallen by

14 percent in October, the Associated Press
reported. U.S. authorities recorded the arrests
of 188,778 migrants illegally crossing the U.S.
southern border last month, a significant de-
crease from September, which totaled 218,763
arrests. The decline in arrests last month
marks a turnaround in what has been a trend of
rapidly increasing rates of illegal migration to

the United States in recent months. From July
to September, the number of arrests at the bor-
der more than doubled. Early last month, U.S.
authorities announced that Venezuelans who
did not qualify for temporary legal status or
asylum would be deported if arrested crossing
the border. Subsequently, 29,637 Venezuelans
were arrested during October, as compared

to 54,833 the previous month, according to
statistics released by U.S. Customs and Border
Protection, BBC News reported.

Peru’s Recession
Deepens as Economy
Contracts 1.20%

Peru’s economy contracted 1.29 percent in
September as compared to the same month a
year earlier, a worse performance than analysts
had expected, Bloomberg News reported
Wednesday. September marked the fifth
consecutive month of economic contraction

in Peru. Among the nine analysts surveyed

by Bloomberg, the median estimate was a
contraction of 0.6 percent, less than half the
actual figure. For nearly 20 years, Peru was
consistently one the fastest growing econo-
mies in Latin America, but now the economy
has been in recession for three consecutive
quarters with few indications of a turnaround
ahead. The El Nifio weather phenomenon

has disrupted Peru’s mining and agricultural
sectors, and statistics agency INEI has also
pointed to the country’s political instability, and
socio-environmental conflicts, as contributing
to the downturn, Reuters reported. In an inter-
view with Peru’s RPP radio, Finance Minister
Alex Contreras said that signs of improvement
in October and November would lead to an eco-
nomic recovery in the first quarter of next year,
Reuters reported. However, Pedro Francke,

a former Peruvian finance minister, told the
Latin America Advisor in a Q&A published Nov.
1 that recovery was unlikely. “The country is
unprepared to confront the coming EI Nifio, and
structural problems are not being addressed,”
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FEATURED Q&A / Continued from page 3

some sort of shareholders’ agreement with a
Colombian state-owned company, although
which company that will be, and how much
participation the state will have, hasn't been
explicitly discussed. Initial signals seem to
indicate that Ecopetrol will fill this role, and it
makes sense when thinking about President
Gustavo Petro's ideas to pivot away from
hydrocarbons and toward a greener future.
It's worth noting that Colombia already has a
very green makeup as 70 percent of its pow-
er generation comes from hydro projects,
however, wind and solar are important future
components of this mix. As Colombian natu-
ral gas production continues to decline, very
soon the country will find itself in a deficit
where it is having to buy spot cargos to meet
domestic demand. That's a costly prospect
and one that is not tenable for long. The
sooner Colombia can replace that demand
for natural gas with renewable energy the
better.”

Ramon Fiestas, president of
GWEC Latin America: “Colom-
bia’s government has aligned its
energy, marine and oil and gas
agencies, as well as institutions in order to
build up a policy framework for the awarding
of offshore wind power seabed areas and
concessional use for project developments.
This will run in five stages through a com-

petitive tender process that has been widely
assessed under international standards and
large stakeholder engagement. The process
will formally start its timeline in December
with the public launch of the rules for the
tender, which has already had an open public
consultation. The seabed areas included in
this first call will account for around 12,000
square kilometers along the Atlantic coast
for projects sized over 200 megawatts, with
the expectation to reach between one and
three gigawatts of total installed capacity. In
the first instance, bidders will have to pass
through a prequalification process, including
technical experience and consideration of
their track record in the development of
offshore wind projects. The tender will meet
its targets when developers of the existing
project pipeline reach the seabed areas of
their interest. Colombia is one of the most
attractive countries for wind power develop-
ments due to its excellent wind resources,
which are at the core of President Petro’s
energy transition roadmap. The administra-
tion is currently engaged in the permitting
process for existing onshore projects and
transmission grid infrastructure.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.
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